Introduction
Why Brazil? Aim of the Work
The Data
The National Household Sample Survey ■ Furthermore, incomes have been equivalized for differences in household size and weighted by using appropriate sampling weights provided by the IBGE staff. ■ Researchers and analysts have developed several summary measures for assessing income inequality (e.g., the Gini coefficient or Theil index).
■ However, when used to make relative inequality inference these measures do not always tell the whole story, as comparisons based on a single summary statistic -reflecting an average of the varied effects of income inequality -are likely to mask underlying movements along the income scale that might lead to different economic outcomes in distinct parts of the distribution (e.g. ■ The relative distribution is a non-parametric statistical approach introduced by Morris et al. (1994) and Morris (1998, 1999 ) that compares the income (or other) distributions of two populations in a way to consider differences throughout the entire income range.
■ It has a simple intuitive meaning and preserves all of the information necessary to compare two distributions. ■ Let Y 0 be the income variable for the reference population (e.g., households in 2001) and Y the income variable for the comparison population (e.g., households in 2011). ■ The relative distribution is defined as the ratio of the density of the comparison population to the density of the reference population evaluated at the r th quantile of the reference distribution:
where f (·) and f 0 (·) denote the density functions of Y and Y 0 , respectively, and
is the quantile function of Y 0 . ■ When no changes occur between the two distributions, g (r) has a uniform distribution; a value of g (r) higher (lower) than 1 means that the share of households in the comparison population is higher (lower) than the corresponding share in the reference population at the r th quantile of the latter.
Location and Shape Decomposition
Introduction The Data The Relative Distribution Empirical Results Conclusions References Acknowledgments ■ There is a rightward shift of the whole distribution and a change of the shape, especially in the middle income range, from 2001 to 2011. ■ The relative distribution is nearly monotonic in its increase, hence implying a decrease of the mass at the lower and middle income ranges and a concomitant spreading out of incomes in the top half of the distribution. ■ Since the median shift is positive, the location effect reduces the share of households in bottom deciles and increases that in the higher ones. ■ There is a rightward shift of the whole distribution and a change of the shape, especially in the middle income range, from 2001 to 2011. ■ The relative distribution is nearly monotonic in its increase, hence implying a decrease of the mass at the lower and middle income ranges and a concomitant spreading out of incomes in the top half of the distribution. ■ Since the median shift is positive, the location effect reduces the share of households in bottom deciles and increases that in the higher ones. ■ The shape effect indicates a marked change for incomes below the median, with a prominent increase of the fraction of households at the poorest decile of the distribution, and a moderate income growth in the upper part. ■ There is a rightward shift of the whole distribution and a change of the shape, especially in the middle income range, from 2001 to 2011. ■ The relative distribution is nearly monotonic in its increase, hence implying a decrease of the mass at the lower and middle income ranges and a concomitant spreading out of incomes in the top half of the distribution. ■ Since the median shift is positive, the location effect reduces the share of households in bottom deciles and increases that in the higher ones. ■ The shape effect indicates a marked change for incomes below the median, with a prominent increase of the fraction of households at the poorest decile of the distribution, and a moderate income growth in the upper part. ■ The fraction of households in the bottom income levels increased consistently by the mid-2000s, while a moderate growth in upper income levels is only apparent toward the end of the decade. ■ There is a rightward shift of the whole distribution and a change of the shape, especially in the middle income range, from 2001 to 2011. ■ The relative distribution is nearly monotonic in its increase, hence implying a decrease of the mass at the lower and middle income ranges and a concomitant spreading out of incomes in the top half of the distribution. ■ Since the median shift is positive, the location effect reduces the share of households in bottom deciles and increases that in the higher ones. ■ The shape effect indicates a marked change for incomes below the median, with a prominent increase of the fraction of households at the poorest decile of the distribution, and a moderate income growth in the upper part. ■ To further interpret the tendency of Brazilian household incomes to polarize, we analyze the changes that occurred in the conditional distributions by region. ■ We follow the IBGE's division of Brazil into five macro-regions: North, Northeast, Central-West, Southeast and South. ■ The summary statistics (not shown here) document some well-known facts (IBGE, various years): as for the overall population, the increase in mean and median incomes and the relative improvement in the bottom deciles that each region experienced over the last decade were accompanied by a reduction in inequality. ■ However, the other changes that occurred are not easily captured by these statistics; especially, no evidence supporting the polarization hypothesis emerges. ■ Therefore, to investigate the degree of polarization over time, we use the median adjustment and obtain the relative polarization indices for each region. ■ Polarization patterns similar to that observed for the overall income distribution are detected -i.e., a greater polarization in the lower tail and a movement toward the upper income levels by the second half of the 2000s. ■ We use the covariate adjustment technique to determine whether differences in the rural/urban population composition explain some of the observed changes in the overall income distribution. ■ The difference in rural/urban population composition had little effect on the 2011 to 2001 relative distribution, whose shape has mainly been influenced by changes in the marginal household income distributions. ■ Therefore, we analyze the impact of changes in the covariate-response relationship on the overall income distribution by explicitly forming the relative distribution for the two groups defined by the rural/urban categorical covariate. ■ The losses experienced by rural households between 2001 and 2011 were exclusively due to polarization, while income growth in the upper deciles was produced by both higher median gains and polarization. ■ We use the covariate adjustment technique to determine whether differences in the rural/urban population composition explain some of the observed changes in the overall income distribution. ■ The difference in rural/urban population composition had little effect on the 2011 to 2001 relative distribution, whose shape has mainly been influenced by changes in the marginal household income distributions. ■ Therefore, we analyze the impact of changes in the covariate-response relationship on the overall income distribution by explicitly forming the relative distribution for the two groups defined by the rural/urban categorical covariate. ■ The losses experienced by rural households between 2001 and 2011 were exclusively due to polarization, while income growth in the upper deciles was produced by both higher median gains and polarization. ■ For urban households, all of the change in distributional shape was due to a greater polarization in the lower tail, while income growth in the upper deciles appears to have been driven solely by the location shift.
